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Credit card systems offer economic advantages to many families and individuals across

the globe. In economically developed countries and most emerging ones, the credit card system
helps individuals, businesses, and even government agencies, speed up business transactions and
access to short term loans. However in developing countries such as Ghana this is not the case.

The result is that many people find it very difficult to buy goods and services without having
cash at hand. Moreover a vast majority of people have to carry bags of money to travel across

cities, towns and villages in the country to trade and this result in frequent robberies on highways
and even within cities. This project investigates why this is the case and how a widespread use of

credit card system might be implemented. Specifically, this study examines advantages and
disadvantages of the credit card system, the awareness of credit cards among Ghanaian
consumers, the perception of credit cards among Ghanaian consumers and professional bankers,
the obstacles to the implementation of credit cards in Ghana, and what needs to be done to

implement such a system and make recommendations for implementation.

2014 Emmanuel Andoh
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CHAPTER I

INTRODUCTION

The Problem

Credit cards play a vital role in the global finance and credit systems. It is a convenient
form of payment throughout much of the World allowing consumers freedom from cash as well

as allowing deferred payment for goods and services (Abdul-Muhmin and Umar, 2007). It is also
a medium of obtaining short term loans. As a result, millions of people across the world
especially in economically developed countries as well as economically emerging countries like
China, Brazil, Malaysia, and South Africa have benefited immensely from the credit card system
since it was first introduced on a broad base in the 1940s (Mandell, 1990). In 2008, there were

176.8 million credit cardholders in the United States (Federal Reserve Bank of Boston, January
2010). Between 2003 and 2008, the number of credit cards in circulation in China increased from

3 million to 160 million (Worldwide Credit Card Statistics, Aug 2011). In South Africa, the use
of credit card has also increased, especially over the last decade, with 8 million credit cards in
circulation ahead of the 2010 World Cup (Worldwide Credit Card Statistics, Aug 2011).
In spite of this, in many developing countries such as Ghana credit card use is very
limited, even though the people have heard about the use of credit card in other countries
(Breckenridge, 2010). Indeed, only a few banks have started to offer credit cards to a portion of
their customers within the major cities in the country. The result is that the vast majority of

people have to carry bags of money to travel across cities, towns and villages in the country to
trade and this result in frequent robberies on highways and even within cities. This negatively
affects business transactions and the economy as a whole because unlike large corporations, and

even many mid-size businesses that deal with banks or other financial institutions, thousands of
small businesses risk losing their business (Beschloss, 2009).

The absence of the credit card system also makes it difficult for people to access short

term loans. The banks require collateral security from their customers before granting them the
needed soft loans. This makes it very difficult for the ordinary people to access these soft loans

since most of the time they do not meet the requirements. As a result, people find it very difficult
to buy goods and services without having cash at hand. For instance, people have to save from

their meager incomes in order to purchase consumer durables such as electrical appliances. For
many this may take a lifetime savings, for others they may never achieve that.

To date, no study has looked into why the credit card system has not expanded more
quickly in Ghana, and how a credit card system may be implemented to benefit more people in
Ghana.

Goals and Objectives

The purpose of this study is to investigate why credit card system has not been
implemented more broadly in Ghana, and how a broader use could be implemented.

Specifically, the objectives of this study are to
1) Investigate the advantages and disadvantages of the credit card system.
2) Determine the awareness of credit cards among Ghanaian consumers.

3) Examine the perception of credit cards among Ghanaian consumers and professional
bankers.

4) Examine the obstacles to the implementation of credit cards in Ghana.

5) Identify what needs to be done to implement such a system and make
recommendations for implementation.

Expected Results

At the end this research, it is expected that lack of citizen identification system would be
a major obstacle to the implementation of the credit card system. Unique identification number
such as the social security number use in the United States, the European Union and many other
countries needs to be in place so that individuals can easily be identified. Secondly, it is expected
that the issue of lack of proper address system will come up as an obstacle. A proper address

system needs to be in place in order to make the implementation of the credit card system
possible. The post office box (P O Box) number is outdated and makes it difficult to locate
people. Finally, it is also expected that most people have knowledge of credit cards and are likely
to accept and use it.

Study Area

Ghana (Figure 1) is a country located in the western part of sub-Saharan Africa. It is

bounded by Cote d'lvoire to the west, Burkina Faso to the north, Togo to the east, and the
Atlantic Ocean to the south. The land area is 92,456 square/mile (239,460 square/kilometer)

(Government of Ghana Official Website, 2013). Ghana has a unique climatic condition across
the country. Accra the capital of Ghana has a geographic location of 5°35'N latitude and 0°06'W

longitude (Government of Ghana Official Website, 2013). The coastal belt experiences a dry
tropical type of climate and the southwestern part of the country is warm and humid most part of
the year. The northern regions are usually dry and warm. According to a census conducted in

2010, Ghana's total population is 24 million with an annual growth rate of 2.4%. Ghana's Gross

Domestic Product (GDP) is $26.2 billion and per capita income of $1,098. The annual GDP
growth rate is 4.7 % (Government of Ghana Official Website, 2013).
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Figure 1: Administrative map of Ghana showing Accra

Ghana formally known as the Gold Coast was named after a flourished and powerful

ancient empire that reigned until the 13 century. The Portuguese were the first European to
arrive at the shores of the country in 1470 (Government of Ghana Official Website, 2013). Many

European traders such as the Dutch, the Swedes, and the British later joined the Portuguese. In
1820 the British began to colonize the Gold Coast until March 6, 1957 when the country became
independent and changed its name to Ghana. In July 1, 1960 Ghana became a republic
(Government of Ghana Official Website, 2013).

Since 1966 when the first president Dr. Kwame Nkrumah was overthrown through a
military coup d'etat, there has been intermittent military rule until 1992 when the country
returned to a constitutional democratic governance (Government of Ghana Official Website,
2013).

Methodology

The study was conducted in Accra, the capital city of Ghana to collect data and

information. With a population of 2.269 million, Accra is also the primate city of the country
dominating its political, economic, cultural, and social life. Two different groups of people in
Accra were interviewed. The first group consisted of individual consumers who lived in Accra.
The other group of people who were interviewed was professional bankers whose banks were

located within the metropolis of Accra. Interview questions were based on the knowledge of the
credit card system, consumer and banker perception of credit cards, obstacles to a widespread
credit card system, and how these obstacles could be eliminated to enable a widespread credit

card system. These interviews or surveys were used to obtain in-depth understanding of the
credit card system and how a widespread credit card system could be implemented. Other

sources of data from previous related literature were also acquired. Qualitative methods were
used to analyze the results acquired from the surveys and secondary data sources to draw

strategies for a widespread credit card system.

Organization of the Thesis Chapters

The rest of the thesis is comprised of four chapters. Chapter 2 reviews the relevant
literature on the studies that have been conducted in relation to the credit card system. It provides

background information to the problem of credit card implementation. Chapter 3 details the
research design and methods used to conduct the research. It discusses: selection of the study
areas, data types and sources, methods or tools that were used to conduct the research, and data
analysis. Chapter 4 presents the analysis and results of the study. Here, the numerical,
description, and tabular presentation of the results of the research is presented using both
descriptive and statistical frequencies as well as non-quantitative analytical tools. The final
chapter focuses on summary, findings, and recommendations.

CHAPTER II

LITERATURE REVIEW

This chapter reviews the relevant literature on the topic of this thesis and situates the

central question of the thesis within the context of the literature. It is divided into the following
sections: the history of the credit card system, the geography of the credit card use, the operation
of the credit card system, advantages and disadvantages of credit cards, and implementation of
the credit card system.

The History of the Credit Card System

Credit cards are universally used for two main purposes: as a means of payment and a
source of credit or short term loans (Abdul-Muhmin and Umar, 2007; Jalbert, Stewart, Martin,

2010; Lee and Kwon, 2002). There are different types of credit cards; for example, store cards
and credit cards. The store cards are usually used only at shops affiliated with the issuing
company and it provides credit for consumers who have little credit worthiness and limited credit

availability (Lee and Kwon, 2002). The bank cards are usually used and accepted anywhere
credit card is used for transacting business (Lee and Kwon, 2002).

The origins ofthe credit card dates back to 18th century Europe when in 1730 a furniture
merchant named Christopher Thompson offered his products to his customers and asked them to

pay at the end of every week (Jusoh and Lin, 2012). This idea was to allow customers who
wanted to purchase his products but did not have enough money to immediately pay, an

opportunity to buy products by paying in installments (Jusoh and Lin, 2012). In the 1920s,

consumers in the United States of America also started using credit card when a few businesses
started to issue them to their customers. The actual broad base consumer credit cards system

originated in the United States when in 1949 three friends; Alfred Bloomingdale, a grandson of
the founder of Bloomingdale Department Store, Frank McNamara, and Ralph Snyder met at

Major's Cabin Grill, a popular New York restaurant of the period near the Empire State Building
to discuss McNamara's inability to collect debts from his debtors (Mandell, 1990). The three

friends decided at the meeting to start a credit card business and named it Diners Club (Mandell,
1990).

McNamara and his friends negotiated with restaurants and retailers to accept the Diners
Club credit card as a means of payment and were charged a fee of 7% for each transaction, while

the cardholders were charged an annual rate $3 (Mandell, 1990; Parrish, 2009). In 1950 the first
Diners Club credit cards in a form of paper were given out to 200 people and 14 restaurants in
New York City accepted the cards as a form of payment. By the end of the 1950s the Diners

Club credit card had more than 20,000 users (Mandell, 1990; Parrish, 2009).

In 1958 the competition for credit cards started when Bank Americard, which later

became Visa, and American Express entered the market with their own credit cards (Parrish,

2009). American Express began its own charge card for travel and entertainment expenses and
upgraded from cardboard card to a first credit card made of plastic in 1959. In 1966 MasterCard,
originally known as Interbank Card Association began when credit issuing banks joined together
to begin a national credit card issuing system (Hardekopf, 2010 p 50 ). American Express and
MasterCard began to dominate the market in the 1960s when more companies began to advertise
credit cards as a time-saving payment rather than a form of credit. In 1983 the Governor of South

Dakota, Bill Janklow, signed a state law that permitted the ability of credit card companies to
8

change credit card contracts at any time and for whatever reason. This explains why the majority
of credit card issuing companies operate out of South Dakota (Parrish, 2009). In 2008 the
Federal Reserve of the United States adopted the "Credit Card Bill of Right" a new set of

restrictions for credit cards with separate law specifically designed to protect cardholders from
numerous issuers (Parrish, 2009).

The Geography of Credit Card Use

The rate at which people use credit cards has increased tremendously over the years.
Between 1989 and 2006, credit card use increased by a factor of 29 times. In 2004 about 75% of

United States citizens had credit cards, of which 58% had a monthly carry over balance on their
cards (Jalbert, Stewart, Martin, 2010). In other parts of the world credit cards use has also

increased, even in some developing countries. For example, in Saudi Arabia the credit card

market was reported to be growing at about 160% per a year between late 1990s and early 2000
(Abdul-Muhmin and Umar, 2007).

Table 1 below shows the use of credit cards as of 2009. The table shows that in 2009,
there were 686 million credit card users in the United States which was 36.6% of the total credit

card users in twenty-two different countries. The United States and Japan alone accounted for

55% of the 1875.7 million credit cards that were in circulation in 2009, while five European
countries of the United Kingdom, France, Spain, Turkey, Germany, and Russia combined
accounted for only 13.6% out the total credit cards used in 2009. Apart from China's 10.6% and

Brazil's 10.2% of credit cards users, the rest of the emerging and developing countries used less
than 10% of the total credit card used in 2009.

In 2011, there were 8 million credit cards in circulation in South Africa. This high level
of penetration was the result of the 2010 World Cup event held in the country because hitherto
2009 the South African government had placed a ban on the use of credit cards in certain
markets such as gasoline stations due to the high rate of fraud (Credit cards around the world,
2013).

Table 1

Credit Card Use around the World

Credit Card Usage in 2009
Country

Percentage

Estimated number

(millions)
1

USA

686

36.6%

2

Japan

346

18.4%

3

China

199

10.6%

4

Brazil

191

10.2%

5

Canada

72

3.8%

6

United Kingdom

60.7

3.2%

7

South Korea

96

5.1%

8

Turkey

45

2.4%

9

France

34

1.8%

10

Mexico

26

1.4%
1.3%

11

India

24

12

Spain

18

1.0%

13

Australia

15

0.8%

14

Germany

4

0.2%

15

Indonesia

10

0.5%

16

Israel

6

0.3%

17

The Philippines

8

0.4%

18

Russia

10

0.5%

19

Saudi Arabia

3

0.2%

20

Thailand

14

0.7%

21

Venezuela

6

0.3%

22

Vietnam

2

0.1%

1875.7

100%

Total

Source: Schulz, 2013
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The Operation of Credit Card System

The literature on the operation of credit card system explains the requirements and

players in the credit card system and how things work among the players (Bolt and Chakravorti,
2008). This literature shows that before starting a transaction, a payment service network must

persuade both merchants and buyers to use the credit payment service. A payment service is
defined as the provision of a payment instrument that is used by consumers to pay merchants for

goods and services (Bolt and Chakravorti, 2008). The consumption of a payment service
involves participation of two different end-users-consumers and merchants (Bolt and
Chakravorti, 2008). The two-sided process is used to assess the structure of prices incurred by
both consumers and merchants. The price structure or balance is the part that each side of end-

user pays of the total price of the payment service, and this adds up to the multiproduct firm
information, which is how firms initiate prices on one or more products. A market can either be
one-sided or two-sided. A two-sided market is defined as a market where end-users are not able

to bargain prices based on costs to participate on a platform and the price structure affects the
total volume of transactions (Bolt and Chakravorti, 2008). When it comes to payments for goods
and services, consumers and merchants usually do not bargain over prices based on the methods
of payment used to make a purchase.

Usually creditcard payment transactions occur between three to four party networks
which include the consumer and the banks (issuers), and the merchant and its banks (Figure 2).
There are various interactions between these four participants in a credit card business

transaction. Initially, a consumer receives a credit cardpayment by building a relationship with
an issuer. At the end of the year the consumer usually pays an annual membership fee to the

issuing bank. These issuing banks also give transaction rewards such as frequent-use rewards to
11

their customers as a way of enticement (Bolt and Chakravorti, 2008; Jalbert, Stewart, Martin,
2010).

consumer

consumer's
bank

merchant

merchant's
bank

Figure 2: The Four Parties in Credit Card Operation
Source: Bolt and Chakravorti, 2008

The next step is where a consumer buys a product from a merchant who acts as a
middleman between the consumer and the issuer. Usually merchant prices remain the same no
matter the method of payment used to buy the product. The third stage is where the acquirer
builds a relationship with the merchant by accepting the credit card used by the consumer. The

merchant pays either a fixed fee per transaction (for debit cards) or a percentage of sale typically
from one to five percent of the total purchase amount which is usually called a merchant discount

fee (for credit cards) to the acquirer. The discount fees paid generally depend on the type of
transaction, the type of merchant, and the type of card. In the fourth stage, the acquirer pays an

interchange fee to the issuer (Bolt and Chakravorti, 2008).
12

Other studies have also focused on the infrastructure that is needed to support credit card

system operation. This includes telecommunication systems, an acceptance net-work, an
individual identification system, credit bureaus, consumer education, and effective and efficient
regulation to support an electronic payment system (Schmith, 2008; Breckenridge, 2009).
An efficient telecommunication system that can sustain real-time authorization is
essential when it comes to electronic payment system. Until relatively recent, a sufficient

telecommunication system required fixed telephone landlines, but modern innovations in
wireless technology allow the development of electronic payments systems in places where they
were previously unusable (Schmith, 2008).

Electronic card consumers respond most positively to electronic payments when the

acceptance infrastructure is widespread and robust. Depending on the target segment, point-ofsale terminals, automatic teller machines, bank branches, and Internet, mail order, or telephone

merchants need to be available at all locations to accept consumers' cards (Schmith, 2008).

The main concern of every credit issuing company is whether they would be able to get

their money back from their numerous customers. Unfortunately the risk of consumer defaulting
on credit is inevitable because no matter what measure you put in place, there will still be a

proportion of consumers who will default. Even in the economically developed countries such as
the United States and the European countries, retrieving debts is sometimes problematic. For

example, the total U.S. revolving debt as of May 2011 was $793.1 billion, 98 percent of which is
made up of credit card debt (Federal Reserve, July 2011). It is therefore imperative to develop
unique identification system to track down defaulters

13

In order to provide accurate and timely credit information to issuing banks it is necessary
to establish efficient credit bureaus. These bureaus must cover a wide consumer base, including

positive and negative credit information, that require information sharing, and have credit
information that are current and integral components of sustainable electronic payments markets.
Recently, supplementary information, such as utility and rent payment timeliness, has been used
for sectors or markets outside of the traditional credit markets (Schmith, 2008).

Financial education initiatives help to encourage safe and responsible banking habits as

new payment instruments are introduced. Businesses such as retailers will need to understand the
electronic devices they are using, and institutional buyers will need to develop appropriate
procedures and safeguards (Schmith, 2008).

For an effective and efficient implementation of a credit card system, a payment system
needs common effective operating regulations that are understood and supported by all
stakeholders. Payment systems should enhance economies of scale while encouraging

competition (Schmith, 2008). Public and private regulators must also efficiently manage the
stability and security of payments networks, prevent fraud, and manage credit and financial risk
concerns that threaten to undermine consumer confidence in new and existing electronic

payments systems (Schmith, 2008).

Advantages and Disadvantages of Credit Cards

Many credit card advantages have been identified in the literature. First, consumers gain

time to pay, which results in a monetary advantage because the value a dollar today is not the
same as the value of a dollar tomorrow. When consumers make cash payment, funds are

disbursed immediately but when they use credit card, funds are not disbursed immediately.
14

Instead, funds are disbursed only when the credit card company bills consumers for the charges
(Jalbert, Stewart, Martin, 2010). The time difference between the two payments methods is
usually one month. Furthermore, the credit card companies usually do not charge interest until
the first due date on the credit card bill passed. By using the credit card instead of cash,
consumers gain time value of money (the value of money increases over time) advantage
(Jalbert, Stewart, Martin, 2010).

The distinct advantages that credit cards provide for low-income borrowers cannot be

overemphasized. The ease of obtaining funds, lack of stigma at the time of borrowing, and
versatility of credit cards make life a bit comfortable for low-income families (Littwin, 2008).

There are three major features of credit cards that make them valuable assets during emergency.
During emergency, the main alternatives to borrowing are to seek help from government

programs, private charities, and relatives or friends. Asking for government assistance usually
involve bureaucratic requirements of documentation that tie up the process (Littwin, 2008).

Private charities are a bit more flexible in comparison to government, but they also require
borrowers to show need according to the agency's criteria instead of their own and this too can

take time as well. Apart from this government benefit programs and charities can generally be
used only for a specified purpose, such as food and nothing else (Littwin, 2008).

Borrowing from family and friends also has its own stigma because it gives an
impression that one is doing less than the person you are asking for help, and this can be
embarrassing and affect the relationship (Littwin, 2008). In all these situations, credit cards offer

a better and a faster option.

15

Other advantages of the use of credit cards include loyalty points, consumer protection
from dubious transactions, cash rebates, warranty extensions, frequent flier miles, and higher
individual credit scores. Any value the consumer gains from the aforementioned benefits is an
additional means of enticement to promote the use of credit cards (Jalbert, Stewart, Martin,
2010).

Although credit card users derive many advantages, issuing companies also benefit

immensely from the fees they charge. According to United States Congress Subcommittee on
Financial Institutions and Consumer Credit (2007) the credit cards issuing companies adopted

standards such as double cycle billing, universal default, interest rate increases, and charge of

$39 for a late payment. For example Electronic Payments International reported that credit card
issuing companies gained penalty fees of $17.1 billion in 2006, an increase of 15.5% from 2004,
as well as a tenfold rise from 1996 when the issuing banks gained $1.7 billion in income from

fees (U. S Congress Subcommittee on Financial Institutions and Consumer Credit, 2007). In
2008 the nine largest credit card issuers gained a substantial profit of $3.85 billion from a total of
one billion credit cards issued to consumers (Ingram, 2013).

In contrast, several disadvantages of the credit card system have also been identified. For

example, the media portrayed the credit card industry in the early 1990s as a "wolf pack
devouring the innocent sheep who were borrowers" (King, 2004 p 57). The portrayal apparently
became true in that between 1983 and 1995 average consumer revolving credit increased from

$291 to $812, an increase of 179% in borrowing (King, 2004). In both developed and developing
countries debt is an increasing social canker. For example, the dramatic growth in the usage of
credit card among young adults was a contributing factor to the increased debt between 1991 and

16

2004 when the total insolvencies in England and Wales jumped from 25.6 thousand to 46.6
thousand (Lo and Harvey, 2011).

Credit cards are a problem particularly for compulsive buyers. According to Lo and

Harvey (2011), there are varying definitions of compulsive buying behavior. The symptoms of
compulsive buying are uncontrollable desires that constantly compel a person to purchase,
bringing immediate relief from psychological needs such as tension and low self-esteem (Lo and
Harvey, 2011). Such consumers regret their purchases later and suffer financial harm. Most
consumers with compulsive buying behavior are middle-income and low-income individuals (Lo
and Harvey, 2011).

Compulsive buyers are usually enticed by the easy accessibility of credit to live beyond
their means because most of these consumers are less credit worthy but eager to acquire more
material possessions and also the credit card transactions seems unreal and abstract (Lo and
Harvey, 2011). As a result they tend to spend more and also exhibit poor knowledge of the

consequences of credit card borrowing (Lo and Harvey, 2011). Compulsive buyers tend to
possess more bank credit cards than others, and also have the tendency of taking a longer time to
pay back their bills (Lo and Harvey, 2011).

The rapid growth of credit card usage among young adults and adolescents is a major
concern that although they are able to purchase whatever they desire, yet unaware of long-run
consequences that comes with it (Lo and Harvey, 2011). Credit cards enable individuals to
borrow money easily just to satisfy their insatiable desires and as a result, consumers end up

spending more and eventually increase their debts. For example, some credit card users in
Taiwan tend to buy more in order to satisfy their desires, and this abnormality eventually leads to
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severe financial hardship (Lo and Harvey, 2011). In 2006 there were 2,622,412 credit card users
with severe debt problems looking for help from the Taiwanese Bank Association (Lo and
Harvey, 2011).

Implementation of a Credit Card System

Studies conducted on implementation of credit card systems have addressed several

issues relating to infrastructure needs, demographic characteristics, consumer education, and
perceptions of consumers. Suarez (1991) indicates that one way of starting the process of
implementation is to develop infrastructure resources, select a processor, set re-issue cycles,
establish card cost, determine members or consumer needs, set up policies and standards, market,
minimize risk, operating procedures, and implementation time table.

Other studies show significant relationships between credit card usage, and age, gender,

personal financial knowledge, credit attitude and perception, educational level, and income level
(Lee and Kwon 2002; Abdul-Muhmin and Umar 2007; Lin and Jusoh 2012; Wickramasinghe

and Gurugamage 2012; Ahmed, Amanullah and Hamid 2009; Jalbert, Stewart, Martin 2010 ).

For example, a study conducted in Pakistan indicated that people within the age bracket of 15 to
35 tend to have more credit cards because they have more credit line options and access to
different schemes offered by the banks to purchase products through special installment

programs (Ahmed, Amanullah, and Hamid, 2009).

The study also concentrated on differences between two groups of consumers:
individuals who do not currently use credit cards and current credit card users. The purpose was
to determine differences in consumers' attitudes and perception towards credit cards between

two groups (Ahmed, Amanullah and Hamid, 2009).
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Pearson's product moment bivariate correlation was used to analyze the data collected
from 131 Pakistanis. Table 2.1 of Appendix A represents the sample size of non-credit card

users. Almost 56 % of this sample did not plan to use credit cards in the future. The occupation
of respondents ranged from bankers to government officials. It is surprising that some bankers
did not use credit cards at all. The reason was that bankers were more aware of the hidden

charges and high interest rates associated with the credit cards. The correlation between the

income level and the desire to use a credit card was not significant. High interest rates and lack

of trust associated with credit cards were the two main reasons why respondents did not wish to
use credit cards. The prime motive of those who did use credit cards was the perception that it
was easier and safer to carry credit cards than "hard cash". The image and reputation of a bank
plays an important role when people are making decisions on which specific credit card to use.

Table 2.2 of Appendix A represents the data collected from a sample of Pakistanis that

used credit cards. People within the age bracket of 15-35 mostly carried multiple credit cards.
The main reason for doing so was that multiple credit cards came with more credit line options
and different schemes and rewards offered by the banks. In contrast, the older the consumer, the

fewer credit cards they possessed. The tendency to make payments on installments was high in
the age group of 36 and 45. Most of the people did not use rewards and discounts offered simply
because they did not know about those amenities. According to the study, as individuals income
level increased, their average usage of credit card also increased.

Several conclusions can be made about consumers' attitude and perception towards credit

cards in response to the Pakistani example. First, the findings that people within the ages of 15 to
35 are the ones who significantly use, or intend to use, credit cards provides enough arsenal to
credit card issuing companies to target this particular group when it comes to marketing. Second,
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people with higher income levels tend be less interested in the use of credit cards. The reason is

that they have enough income to purchase whatever they desire at anytime and therefore, would
not like to pay such a high interest rate that comes with the credit card systems should they
revolve. Moreover, this group of people has access to bank loans because they have enough
collateral that is always required by the banks. Third, a segment of non-users of credit cards

indicated that they did not use the credit card system because most retail outlets did not accept
credit cards as a medium of payment. Either merchants did not have point-on-sale devices to
accept credit cards or they wanted to avoid fraudsters

There were several weaknesses to the studies that limit their generalizability. Although
many variables were used for the survey, only income levels and ages were discussed. The

survey was conducted on gender basis, yet, there were no discussions on how many males or
females were using or intended to use the credit card system. The limitations also included small

sample size and limited age group. In the current study these weaknesses will be addressed.

In Saudi Arabia Muhmin and Umar (2007) found that the average mean balance for
female credit card users was 2321.03 riyal in comparison with 2000.03 riyal for males In

addition, income level and education were both positively correlated with the usage of credit
cards. People with higher levels of education and higher incomes tend to possess and use credit

cards more than people with lower incomes and lower levels of education

For consumer behaviors and attitudes towards credit cards, Abdul-Muhmin and Umar

(2007), and Amanullah and Hamid (2009) found significant differences among consumers. For

example, in Pakistan, three percent of the respondents had negative personal attitudes on credit
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cards vis-a-vis sixty-eight percent with positive personal attitudes (Amanullah and Hamid,
2009).

Many consumers value the opportunity to obtain a short-term loan (via credit card) even
at relatively high interest rates without collateral so they can buy whatever they desire even
before they get their own money to pay off the card. Demand for credit cards is usually inelastic
with respect to price because consumers have very few alternatives to get short-term credit
without collateral (Ahmed, Amanullah and Hamid, 2009). Sometimes consumers do not consider
the interest rate when buying goods and services due to the fact that it is not their intention to

borrow for a long period of time, however they may have a change of mind when the bills start
coming in (Ahmed, Amanullah and Hamid, 2009).

With respect to credit cards, consumers are usually concerned with low interest rates,
frequent use rewards such as frequent flyer reward offered by airlines, the effective and efficient
resolution of disputes, and extended warranties. However, it is a fact that low interest rates may
attract less creditworthy consumers and as a result discourage issuing companies from decreasing
their interest rate (Lee and Kwon, 2002; Ahmed, Amanullah and Hamid, 2009; Stavins 1996;
Jalbert, Stewart, Martin, 2010).

People with low incomes tend to be more interested with the installment features
associated with credit cards than the service feature which includes safety, convenience and
identification. Low income earners usually need the installment feature to purchase durable

products such as automobiles (Ahmed, Amanullah and Hamid, 2009).
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Summary

Since the inception of the credit card system in early 1920s tremendous progress has been
made in terms of consumer and business participation, and the benefits has been tremendously
huge (Abdul-Muhmin and Umar, 2007). In economically developed nations such as the United
States and those of the European Union, the credit card system was implemented almost a
century ago. Other emerging countries such as China, Malaysia, Brazil and South Africa have

also introduced the credit card system into their economy in more recently (Abdul-Muhmin and
Umar, 2007; Lin and Jusoh, 2012). Researchers have made strides in assessment, credit card

providers, implementation policies, service delivery, business preparation, and the collaboration
between consumers and businesses (Suarez, 1991). Despite progress in developed countries and

emerging ones, the use of credit cards is not a common practice within the formal sector of many
developing countries such as Ghana (Kwarteng 2009). This is despite the fact that there are
various forms of informal credit for indigenous peasant farmers, where a farmer would borrow
money from a well-to-do member of a community and pay the short-term loan back with interest

at the end of the harvest season. This study will contribute to filling this knowledge gap.
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CHAPTER III

METHODOLOGY

This chapter details the research design and methods used to conduct the research. It
discusses the selection of the study areas, data types and sources, methods or tools that were used
to conduct the research, and data analysis.

Selection of the Study Area

To investigate why credit cards are not widely used in Ghana and how widespread use

may be implemented, the city of Accra was selected. Accra, the capital city of Ghana with a
population of 2.269 million is also the primate city of the country dominating its political,
economic, cultural, and social life. Thus, the city of Accra presents an interesting case for

investigating the applicability of a widespread implementation of a credit card system in Ghana.

Data Types and Sources

In order to answer the questions of this thesis both primary and secondary data were

required. The primary data include responses to questions focusing on the credit card system in
Ghana, the consumers awareness of credit cards, consumer' and professional banker'

perceptions of the credit card system, obstacles in its implementation and how a widespread
credit card system could be implemented. The primary data were collected from 7 banking

professionals and 280 non-banking professionals.
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Secondary data includes published literature on the topic as well as other relevant

information to provide broad contexts for the study. The secondary data were obtained from
library and online resources.

Methods of Data Collection

The data were collected through two sets of sample surveys. The banking institutions

were selected by simple random sampling method while the non-banking sample was selected by
a combination of purposive, snowball and quota sampling.

Two sets of questionnaires (Appendix B and C) were developed and administered to the

two sets of respondents. The questionnaire for the banking officials focused on the advantages
and disadvantages of credit card system in an economy like Ghana; why credit card use is very
limited; what they see as obstacles to implementation; and what can be done to address that. The

questionnaire for the non-banking respondents focused on knowledge and understanding of the
credit system; perceptions of credit system; whether or not they would use credit card if they had
one; and why they think the use of the credit cards is so limited. Data on demographic and
economic characteristics of respondents were also requested.

The survey was conducted over a two-month period from June to July, 2013. Working
adults in both public and private sectors, including government workers especially in the
ministries, grocery stores owners, gas stations, pharmacies, restaurants, hotels, internet and

telephone providers as well as electricity service providers were given questionnaires to respond.
Financial institutions of both public and private sectors were interviewed to seek answers to why
the credit card system is not broadly implemented in Ghana.
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Methods of Data Analysis

Data collected were analyzed using descriptive statistical methods. Appropriate
descriptive statistics such as simple frequencies were used to summarize the variables such as

socioeconomic and demographic characteristics of the respondents to the questionnaires.

Personal financial knowledge of credit card system and its acceptability to the respondents were
also examined. Differences between personal characteristics and likely credit card usage were
tested using statistical frequency method. Factors explaining the limited use of the credit card
system in Ghana were examined and analyzed for similarities and differences between the two
sets of samples (Appendix B and C).

The results of these analyses were used to address the research questions of this study and
conclusions as well as recommendations were made for policy formulation for the development
and widespread implementation of credit card use in Ghana.

Problems and Weaknesses

The willingness of consumers especially those in the government ministries (public
sector) to answer the questionnaires were initially difficult. They were tight-lipped about giving
information to someone they did not know. Thus, in every government ministry, an initial
relationship had to be established with someone who works at the ministry otherwise I had to
contact the public relations officers of the various ministries, and getting a hold of these officials

was always difficult since most of the time they were not at their seats. Once these relationships
were established, the officers either took me round to each room and introduced me to the

workers or gave an official tag to go by myself.

25

A couple of the consumers surveyed were initially confused with the difference between
credit cards and debit cards. They initially answered "yes" to the question about their knowledge
of the credit card system, but upon further probing it became clear that they were actually talking
about debit cards. Thus, I had to go back and change their initial responses before proceeding to
the next level of the interview.

It was very difficult getting professional bankers to interview. Beside the fact that they
were always busy, they were also reluctant to grant interviews since they considered almost all
information very vital to the privacy of their customers. Thus, giving out any information to
people like me without approval from the very top was considered a breach of business or
banking ethics, and getting such approval from the very top would take one several weeks if not

months. Therefore, the snowball method became very vital getting professional bankers to
interview. After interviewing a first banker, who happened to be a family friend, he directed me
to his friend who is also a banker and the friend also led me to the next person, and so on.

The initial target was to survey 300 consumers and also interview 10 professional
bankers from different banks who lived in Accra, but due to the aforementioned problems and
time constraints I was able to interview 280 consumers and 7 professional bankers. However,
these problems did not have any adverse effect on the responses, which I analyze in the next
chapter.
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CHAPTER IV

ANALYSIS AND RESULTS

This chapter presents the analysis and results of the study. It focuses on three main areas.

The first is the awareness of credit cards among Ghanaian consumers. The second is the general
attitude of the Ghanaian consumer towards credit cards and the effects of such a system on the

Ghanaian economy. The third are the reasons why the use of credit cards is not widespread in
Ghana and how a widespread use might be implemented.

The Ghanaian Consumer and the Credit Card System

The 280 consumers interviewed comprised of 61% males and 39% females (Figure 3). In

terms of educational background, there were 8% with primary education, 32% with secondary
education, and 60% with tertiary education (Figure 4). For the monthly income level, 63%
respondents were earning between GH(2 0 - 1,000, 27% were earning between GH(2 1,001 2,000, 6% were earning between GH(Z 2,001 - 3,000, and 4% were earning GH(Z 3,001 or more

(Figure 5). By geographic distribution, 11.1%of the respondents were from Ashanti Region,
3.9% from Brong-Ahafo Region, 19.3% from Central Region, 25.7% from Eastern Region,
15.45 from Greater Accra Region, 2.1% from Northern Region, 0.4%> from Upper East Region,
2.5% from Upper West Region, 17.95 from Volta Region, and 1.8% from Western Region
(Table 2).
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Figure 3: Respondents by Sex Distribution
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Figure 5: Respondents by Income Distribution
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Table 2

Respondents by Regional Distribution

BrongAshanti

No.

%

Ahafo

Greater

Central

Eastern

Northern

Accra

Upper

Upper

East

West

Volta

Western

31

11

54

72

43

6

1

7

50

5

11.1%

3.9%

19.3%

25.7%

15.4%

2.1%

0.4%

2.5%

17.9%

1.8%

Knowledge of Credit Cards

Out of 280 consumers surveyed in Accra a vast majority of 85% of the respondents
reported having knowledge of the credit card system while only 15% claimed they did not have
any knowledge at all. However, only 1.4% of the respondents reported of having credit cards.
Thus 98.6% did not have access to credit cards although they have knowledge of the system
(Table 3).

Table 3

Possession of Credit Cards
Credit cards

No.

%

Have

4

1.40%

Have not

276

98.60%

Total

280

100%

Characteristics of respondents in terms of sex, age, education, and income were
examined. From Table 4, while all the respondents who reported to have credit cards also had

attained tertiary education, the percentage of those with no credit cards decreases from secondary
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to tertiary. In contrast, the percentages of consumers with no credit cards decreases from 99.4%

through 91.7% as income level increases from GH<2 0 to GH0 4,000 (0 - 4000 Ghana cedis)
and above. All consumers who had credit cards were males while those with no credit cards were
mixed-, 61% males and 39% females.

Table 4

Demographic Differences in Consumers who have/have no Credit Cards

Have no credit card
No.

Age

Sex

Level of Education

Monthly income in GH0

%

Have credit card
No.

%

Total
%

18-25

19

100%

0

0%

100%

26-35

85

98.8%

1

1.2%

100%

36-45

90

100%

0

0%

100%

46 or older

82

96.5%

3

3.5%

100%

Male

168

97.70%

4

2.3%

100%

Female

108

100%

0

0%

100%

Primary

23

100%

0

0%

100%

Secondary

90

100%

0

0%

100%

Tertiary

163

97.6%

4

2.4%

100%

0-1000

175

99.4%

1

0.6%

100%

1001 -2000

74

98.7%

1

1.3%

100%

2001 -3000

16

94.1%

1

5.9%

100%

3001 -4000

11

91.7%

1

8.3%

100%
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Perceived Effects of the Credit Card System on the Ghanaian Economy
Not only were the majority aware of credit cards but 90% of the respondents said the

credit card system will benefit Ghana's economy while only 10% said it will rather hurt the
economy (Figure 6). Thus, although a vast majority of the respondents did not have access to

credit cards yet they believed that a widespread implementation of the system will benefit the
country.

Figure 6: Effects of Credit Cards on the Economy

When asked to explain why they thought a credit card system would help the economy,

42.6% of that group of respondents said it would help Ghanaians in accessing short term loans,
which confirms a similar study done in Pakistan by Ahmed, Amanullah and Hamid in 2009

(Figure 7). They argued that instead of going through the existing bureaucratic processes of
accessing small amount of money for everyday expenses from the banks that require collateral

security, which most of the time people do not meet, a widespread implementation of credit
cards would help reduce if not eradicate those rigid requirements. In fact, one respondent

further argued that this will enhance small business owners to expand their businesses.
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Figure 7: Benefits of Credit Cards to the Economy

Another 33.5% of those who responded that the credit card system will help the economy
said a widespread implementation of the system will immensely reduce the ever increasing
canker of armed robbery in the country. They argued that armed robbers frequently attack
traders who mostly carry physical cash on them across the country to transact business, on the

highways. Furthermore, the system will help reduce domestic robbery as well because people are
not going keep lots of money but credit or debit cards in their homes. As one respondent put it "I
don't have to be afraid of those notorious armed robbers anymore whether I am at home or in the
street because all that I carry along with me is a plastic card."
Another 19.1% (Figure 7) of those who think it will benefit the Ghanaian people said it
will speed up business transaction. They explained further that most of the time people would
have to travel all the way to their banks and wait in a long queue at the banking hall just to cash

money to pay for a product or service. Thus, one can avoid this hustling and bustling of going

through heavy vehicular traffic especially in the big cities just to cash money if one has access to
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